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CHAPTER I 

INTRODUCTION 

Even before the Great War, the export of capital was a notable 
phenomenon in world economy. The capital was exported from Great 
Britain, France, Belgium, Italy, Switzerland and Germany to the United 
States of America, Canada, South America and the Far East, to exploit 
the natural resources, and thus transplanted modern industry. Construc- 
tion of railways, creation of power and improvement of harbour facilities 
followed. A small number of economists recognized the importance of 
this economic phenomenon and have made valuable scholastic contribu- 
tions on this subject of "Export-Capitalism," or "The Export of Capital." 
(Note i). 

The changes of economic conditions during and after the Great War 
have given a greater importance to the problem of the export of capital. 
The United States of America is no longer an importer of the exported 
capital, but has became the greatest exporter in world economy. War 
Debts and German Reparations are now regarded as the cancer of world 
economy, owing to various political obligations imposed on exported 
capital. Out of this problem, many new probles are growing up in suc- 
cession, e.g. problems concerning the German importation of foreign 
capital since the Dawes Plan, the alloted task of the Bank for Interna- 
tional Settlements which has been established at Basel, the accumulation 
of gold in the United States of America and France, the establishment 
of international agricultural banking facilities in order to cope with the 
world-wide agricultural depression the financial crisis in Germany and the 
Hoover Moratorium, etc., etc. 

Under such economic circumstances the theoretical researches on the 
export of capital are carried out (Note 2), and at the same time the 



Note 1) A. Sartorius Freihcrrn von Waltershausen, "Das Volkswirtschaftliche System der 
Kapitalanjange im Auslande," Berlin, 1907. 
(N C ' K ' Hobson, "The export of Capital," London, 1914. 

°«e !■) Gustav Cassel, "The International Movements of Capital" (The Harris Foundation 
Lectures on "The Foreign Investment," 1928) 

R. A. Young, "The International Financial Position of the United States," Phila- 
delphia, 1929. 

C. F. Remer, "American Investments in China," Data paper presented to Kvoto 
Conference, 1929. 
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general criticism is being advanced that this capital exportation deters the 
healthy growth of an immature capitalistic world. (Note 3). 

I do not, however, wish to make a theoretical study of the export 
of capital, the prices of commodities and international trade, nor to make 
a criticism of the socialists' theory of capital exportation in this short 
thesis. I propose to describe the actual conditions of the export of 
Japanese capital into China in recent years in order to provide material 
for further studies on the subject, and also to analyse various allied pro- 
blems. 



(Note 3) Brailsford, "The War of Steal and Gold," London, 1913. 

J. A. Hobson, "The Evolution of Modem Capitalism," London, 1917 
R. Hilferding, "Das Finanzkapital," Wien, 1923. 



CHAPTER II 

DEVELOPMENT OF THE EXPORT OF CAPITAL TO CHINA 

The legal basis of the export of Japanese capital to China is the Treaty 
of Shimonoseki which was signed after the Sino- Japanese War. Section 
4 of Article 6 reads "Japanese subjects shall be free to engage in all kinds 
of manufacturing industries in all the open cities, towns and ports of 
China," and also, "All articles manufactured by Japanese subjects in 
China shall in respect of inland transit and internal taxes, duties, charges 
and exactions of all kinds, and also in respect of warehousing and storage 
facilities in the interior of China, stand upon the same footing and enjoy 
the same privileges and exemptions as merchandise imported by Japanese 
subjects into China." 

However, Japanese Capitalism immediately after the Sino- Japanese 
war was still too weak to take advantage of this treaty and attempt the 
exportation of capital. The development of commerce and industry in Japan 
proper was the dominant aim of the united endeavour of the government 
and people of the day. Factories were established at such treaty ports 
as Tientsin, Hangkow, Shanghai and Canton by European Capitalism and 
the English Capitalism in particular, in accordance with the most favoured 
nation clause. 

10 years later by the time of the Russo-Japanese War the protective 
policy of the Meiji Government began to bear fruit in the economic world 
of this country, and it is since then that the rapid growth of modern 
industries after the European System has taken place. The Japanese 
cotton spinning industry was making remarkable progress at that time 
and the establishment of the Japanese cotton mills in China began. To 
take an instance, the Naigai Raw Cotton Co. planned its Shanghai Mill 
in 1909, and started spinning in 191 1. However, for some time the 
Japanese enterprise was not comparable with either the English or the 
Chinese cotton spinning industry in China. It was the Great War Which 
brought about the change of conditions. Japan in the Far East was 
isolated from the scene of European battles, and thus became a supplier 
of various markets taking the place of the Industrial countries which were 
more actively engaged in the War. Consequently, for several years the 
export exceeded the import, the specie reserve inceased rapidly, and a 

— 3 — 



part of this accumulated capital was exported to China and aided the 
development of Japanese enterprises. Apart from this, contributory 
causes were, perhaps, the anticipation of the consequences of the agree • 
ment to abolish night shifts which had been signed by Japanese with a 
provision for the postponement of the date of .taking effect, and apprehen- 
sion as to the effect of the Chinese campaign for tariff autonomy at the 
Washington Conference. The general trend of the growth of the Japa- 
nese Spinning Industry in China may be discovered in the following 
statistics. (Note i). 



Year 


Chinese Mills 


Japanese Mills 


British Mills 


Total 


1927 


2,032,588 
2,113,528 

2,326,872 
2,402674 


1,302,676 
1,397,272 

1,489,360 
1,630,436 


205,320 
153,320 

153,320 
177,228 


3,540,584 


1928 


3,664,120 


1929 




1930 


3,969,552 


1931 


4,210,338 







(unit : spindle) 
At present, there are 15 cotton spinning companies in Shanghai, 
Tsingtao, Hangkow, and Manchuria with 45 Mills, 1,630,000 spindles of 
Spinning Machines, 190,000 spindles of Doubling Machine, 14,082 Looms, 
and 77,000 factory hands. They consume 3,191,000 piculs (1 picul = 
J 33-33 pounds) of Raw Cotton, and produce 823,400 bales (1 bale=400 
pounds) of Cotton Yarns, and 7,587,000 rolls (1 roll=25 yards) of 
Cotton Cloth. (Note 2). 

The above Cotton Spinning and Weaving Industries are typical of 
foreign enterprises in China, but there are many other industries which 
are run by imported capital, e.g., Tobacco, Chemicals, Printing, Machi- 
nery, and Food in Shanghai ; Food, General Commodities, Chemicals, and 
Machinery in Tientsin, Egg-drying and Milling in Hangkow ; and Rice- 
cleaning, Matches, etc. in Canton. 

With the exception of the British Tobacco Industry, the Japanese 
influence is quite considerable in most of the foreign enterprises. 

Thus Japanese capital is mainly invested in the manufacturing in- 
dustries, and secondarily in connection with the right of navigation under 

(Note 1) Complete List of Cotton Mills in China, 1931. Published by The Federation of 

Chinese Cotton Spinning Companies. 
(Note 2) as above. 






the "Japanese-Chinese Treaty of Commerce and Navigation" (1896) and 
the "Supplementary Japanese-Chinese Treaty of Commerce and Naviga- 
tion" (1903). The Japanese Right of Navigation consists of the follow- 
ing: (1) The Right of Navigation and Coastal trading between each 
of the treaty ports, (2) The Right of Navigation and Trading in the 
Chang River, Paiho, and Hsi River, (3) The Right of Navigation and 
trading between treaty ports and non-treaty ports. 

Accordingly the Daito Steamship Co. commenced navigation in 1896, 
Psaka Shosen Kaisha in 1898, Konan Steamship Co. in 1902, and the 
Nippon Yusen Kaisha in 1903. In 1907, this line became under control 
of one amalgamated company, the Nisshin Steamship Co., and began 
competition with the China Navigation Co. which was established in 186/ 
and the Indo-China Steam Navigation Co. which have been at this work 
since 1875. During the Great War, the following steamship companies 
commenced new coastal navigation : 

The Nisshin Steamship Co. 
The Osaka Shosen Kaisha. 
The Daito Steamship Co. 
The Kinkai Yusen Kaisha. 
The Yamashita Steamship Co. 
The Awa Kyoto Steamship Co. 
The Takahashi Steamship Co. 

The steamships on the Yangtze and the Coastal Route are as follow; 
(April. 1931):— 
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THE STEAMSHIPS ON THE YANGTZE AND THE 

COASTAL ROUTE 

The Yangtze River 



Nationality 


Company 


Gross Tonnage 




Nisshin Kisen 


42,400 








Tai-ku 

Tai-Hai 

Asiatic 


37,700 
34,900 




2,000 


TheU.S.A 


Chieh-Chiang 
Mi-Fu 


6,200 
3,300 




Chao-Shang 
San-Pei 
Ning-Shao 
others 


28,400 
15,700 




2,600 
6,600 



The Coastal Route 





Dairen Kisen 
Osaka Shosen 
Nisshin Kisen 
Awa Kyodo 
Kinkai Yusen 


81,600 

7,600 

11,600 

6,400 

3,700 






Tai-Ku 
Tai-Hai 


79,000 




29,600 




Chao-Shang 
Cheng-Chi 
San-Pei 
others 


29,600 
26,100 




19,700 
143,600 



(Investigated by the Nisshin Steamship Co.) 
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Totals 




China 


272,300 
183,200 
156,300 
9,500 
621,300 


43,9% 




29,5% 

25,1% 

1,5% 

100% 




The U. S. A 







According to the calculations of Mr. Masunosuke Odagiri which were 
submitted to the Pacific Relations Conference at Kyoto in 1929 the total 
amount of Japanese business investments in China was estimated at 
¥1,809,154,000. (Note 3) Since then this amount has been increase by 
the continued export of Japanese capital to China. This increase of in- 
vested capital will be discussed in the next Chapter. 

Concerning the export of Japanese capital, it is also necessary to 
mention the loans advanced to the central and local governments. Mr. 
Odagiri's estimate of such loans is $730,477,000, and it is important to 
investigate how this amount has been appropriated. A part of it became 
the fund for the construction of railways in China, and thus contributed 
towards the economic development of China ; some part of the loan, how- 
ever, was utilised to supplement war expenditures and insufficient budgets. 
This is what Ex-President Coolidge calls undesirable foreign investment. 
(Note 4) I suppose this possibility of uneconomic and unproductive loan 
is an unavoidable outcome of the alliance of militarists with an Imperialis- 
tic Society. 

China as a rising country cannot administer her immense state affairs 
with her domestic loans alone. And, if China is to rely upon foreign 
loans it is imperative to adjust her foreign and domestic loans and to 
recover her international credit. 

Moreover, if she is to take her place in World Economy, her present 
Silver Standard cannot satisfactorily fulfil the international function of 
the currency. The Silver Standard must be substituted by the Gold 
exchange standard and then by the Gold Standard. The fund necessary 



(Note 3) M. Odagiri: "Japanese Investments in China." 

(Note 4) "Commercial and Financial Chronicle," November 21st, 1925. 






for this currency reform has to be imported also. 

I consider it undesirable that any specific country should advance 
such loans. I believe the League of Nations, of which China is a member, 
should arrange a League loan. This question has been discussed else- 
where. (Note 5) 






(Note 5) A part of my views on thi* subject hi» been printed in the "Diplomatic Review," 
April lit, 1931. 



CHAPTER III 
RECENT INCREASE OF CAPITAL EXPORTATION 

During the past two years the export of Japanese capital to China 
has increased greatly. In this Chapter I propose to describe this notable 
increase with the aid of statistics, but the cause of the increase will be 
discussed separately. 

The spinning industry comes first. There has not been much change 
at the factories of Tsingtao, Hankow and Manchuria, but various exten- 
sive and intensive investments have been made in the factories of Shang- 
hai. The following table shows the increase of the spindles of the 
Japanese cotton mills in Shanghai as compared with those at other places 
in China. (Note i) 



Year 


Shanghai 


Other Places 


Total (Spindles) 


1927 


948,286 
1,010,000 

1,054,344 
1,148,184 


354,408 
387,272 

435,016 
483,252 


1,302,676 


1928 


1,397,272 


1929 




1930 


1,489,360 


1931 


1,630,436 







In one year from 1930 to 1931, the increase of 144,862 spindles 
(9%) took place, the details are as follows. (Note 2) : — 



(Note I) Complete List of Cotton Mills in China. 

(Nota 2) Investigation by the Federation of Cotton Spinners of Japan. 
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Company 



End of 
June, 1930 



End of De- 
cember 1930 



End of 
June 1930 



Naigai Raw Cotton Co 

Dai-Nippon Cotton Spinning Co 

Shanghai Spinning & Weaving Co. 

Nikka Spinning & Weaving Co 

Yokuho Cotton Spinning Co 

Toka Cotton Spinning Co 

Toyoda Spinning & Weaving Co. .. 

Fuji Gas Boseki Co 

Manshu Cotton Spinning Co 

Shanghai Kenshi Co 

Nagasaki Cotton Spinning Co 

Doko Cotton Spinning Co 

Manshu Fukubo Co 

Nisshin Cotton Spinning Co 

Taian Cotton Spinning Co 



418,632 

128,080 

154,808 

244,832 

54,000 

40,352 

61,536 

31,360 

31,360 

147,904 

32,768 

74,024 

19,968 

42,660 

24,816 



429,812 

131,992 

154,808 

241,832 

78,000 

40,352 

70,368 

31,360 

31,360 

179,520 

32,768 

74,024 

19,968 

42,660 

24816 



435,320 

134,992 

190,360 

244,832 

84,000 

4!, 536 

81,536 

31,360 

31,360 

182,440 

32,768 

24,024 

19,968 

42,660 

24,816 



Total 



15,07,110 
(Spindles) 



1.589,640 
(Spindles) 



1,651,972 
(Spindles) 



Amount increased 82,530 



144,862 



The number of looms has also been increased by 2,316 (20%), i.e., 
from 11,583 (end of June, 1930) to 12,845 (end °f December, 1930) 
and then to 13,899 (end of June, 1931). 

This tendency is to be even more accentuated in 193 1, for the Naigai 
Cotton Co. are planning to install 2,000 additional looms, the Toyo Cotton 
Spinning .Co., 1,000, the Kanegafuchi Cotton Spinning Co., 1,000, The 
Dai-Nippon Cotton Spinning Co., The Nikka Spinning and Weaving Co- 
and the Toyoda Spinning and Weaving Co. are also expected to increase 
the number of their looms. 

Next in importance is the export of capital for small industries in 
Shanghai. This is in order to compete with the small industries of Chi- 
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nese origin. The Anti-Japanese campaign of 1928 to 1929 offered op- 
portunities for the Chinese Small Industries to grow up in Shanghai. 
According to the estimate of the Osaka Municipality the investment in 
new Chinese factories amounted to 5,000,000 dollars in 1929 alone. Some 
of those factories were closed down when the Anti-Japanese Campaign 
came to an end. However, the fall in the value of Silver and the protective 
tariff, and also the encouragement of commerce and industry by the 
National Government are providing conditions favourable to the growth 
of these small industries dealing with general commodities. 

This development of the Chinese industries in general commodities 
not only prevents the import of Japanese goods, but is also invading the 
already established Japanese market in the South Sea Islands. 

The newly established Japanese factories for 'the manufacture of 
general commodities in Shanghai, in February, 1931, are as folows 
(Note 3) :— 



(Note 3) Investigation by the Department of Industry of the Osaka Municipal Office. 
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Apart from those mentioned the following factories are under pre- 
paration : — 

Yasuzumi Mosquito Incense-Stick Factory, 
Factory of the Japan Wood Pipe Co., 
The Soap Factory of Maeda Ichini Yoko, 
Factory for Tinning Fish-Galantine, 
Shimizu Factory of Hat-materials. 

Showing the movement of capital in the amount of money in the 
above mentioned Cotton Spinning and General Commodities Industries is 
necessary although it is a very difficult problem. To begin with the estimate 
of the cost of construction of one Spindle and one Loom has to be made. 
Two years ago Mr. Odagiri estimated one Spindle at ¥150 and one Loom 
at ¥700, but itoday the cost is some what reduced. I have consulted some 
experts on this subject and I propose to estimate one Spindle at ¥65 and 
one Loom at ¥450. The following table is thus obtained: — 

144,862 Spindles ¥ 9,415,030 

2,316 Looms ¥ 1,042,200 

Total ¥10,457,230 

The preceeding table showing the Japanese investment in General 
Commodities Industry in Yen, Dollars and Tael would become about 
¥421,449 in total amount. This sum by no means is large but the import- 
ance of the export movement of the General Commodities Industries 
should not be overlooked. (Conversion Rate: 100 dollars = 72 tael =45 
Yen). 

Manchuria has been regarded as a. territory in which Japan enjoys 
special privileges, however, Manchuria is not closely connected with the 
increase of the export of Japanese capital. This summer during my 
tour to that country I was informed by business men there that the 
phenomenon is due to the following conditions: — 

a) Wages and salaries are paid in Gold Notes issued by the Chosen 
Bank, and therefore the employers are not able to take the 
advantages of the decline in Silver Value. 

b) Manchuria lacks an extensive interior market such as Shanghai 
enjoys. 

c) The Effect of sudden fluctuations of local currencies, e.g. Shin- 
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yuang Piao and Kirin Piao, is considerable. 
d) Discriminative treatment of the three Eastern Provinces. 

In my opinion, however, the problem is still open to further careful 
investigations. 
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CHAPTER IV 
CAUSES OF THE EXPORT OF CAPITAL 

The causes of the export of Japanese Capital to China are as intricate 
as the causes of other economic phenomena. It is possible to enumerate 
and analyse various factors for the sake of convenience, but it should 
be noted, however, that those factors are not independent ones but mutu- 
ally related. 

The capital exportation of the past two or three years has its specific 
causes, and it is desirable to make distinctions between those and general 
causes. 

There are two such specific causes; (i) The decline in the value of 
silver, and (2) Tariff Reform. As a general cause we may point out 
the excess of the export from Japan to China over the import. 

(1) The decline in the value of silver 

If we look through the history of the silver prices during the past 
century, it will be noticed that the decline of 1930 is the fourth one on 
record. The first decline was in 1873 when the currency was reformed 
in Germany. Germany then abandoned the silver standard and placed 
its silver holdings in the market and the silver price dropped sharply from 
61% pence (1872) to 46% pence (1876). 

The second decline came in 1890 when the United States of America 
adopted the gold standard. In the same year India took up the gold 
exchange standard and the silver price fell from 54^ pence (1890) to 
27 pence (1894). 

The third decline was in 1902 caused by the upheaval of the Boxers, 
and the fall was from 29-fo pence (1901) to 21^ pence (1902). 

Thus, detached from the general rise and fall of prices, there have 
been four notable slumps during this period, and the general trend of the 
price curve is on the decline. The high price of 89^ pence in 1920 h 
nothing but a particular and exceptional phenomenon, and the low price 
level of about 13 pence in 1931 is not necessarily a reaction. We know 
the causes which explain this general decline. 
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Silver is one of the international commodities and its market price 
is determined by the proportion of the international demand to the supply. 
Silver has a world-wide market for industrial purposes and for mechanical 
art, but the greatest demand is for mintage. India, Indo-China, and 
Persia, however, have all adopted the gold standard and the demand for 
silver coinage has decreased greatly. Moreover, they have not only ceased 
to be consumers of silver but have become augmenters of the im wanted 
reserve of silver, thus threatening the already declining silver market. 

The American Silver producers claim that the cause of the fall in 
the price of silver is over-supply and not over-production, and I believe 
there is some truth in this statement. 

Now I propose to discuss the international silver supply, and its most 
important factor, the Silver Production of the world, is shown in the 
following statistical table. (Note i) 

SILVER PRODUCTION (1,000 ounces fine) 



^v. Country 
Year \. 


Mexico 


The 

United 

States of 

America 


Canada 


South 
America 


Else- 
where 


World 
(Total) 


1920 


66,500 


.55,400 


13,300 


14,600 


23,400 


173,200 


% 


38.4 


32 


7.7 


8.4 


13.5 


100 


1929 


108,700 


60,200 


23,200 


28,600 


40,600 


261,300 


% 


41.6 


23 


8.9 


11 


15.5 


100 


1930 


105,700 


50,400 


26,200 


22,700 


38,700 


243,700 


% 


434 


20.7 


10.7 


9.3 


15.9 


100 



Owing to the Civil War in Mexico and the International shortage 
of labour, the annual silver production decreased from the Pre-War 
amoimt of 220,000,000 ounces to 173,200,000 ounces as shown in the 



(Note 1) Annual Report of the Director of the Mint, 1930. Handy & Harman, New York. 
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preceding table. Since then the annual productions of Mexico and Canada 
have recovered, and Mexico has even increased its production so much as 
to reach 43% of the world's production. The United States of America 
have controlled the production in 1930 sufficiently to avoid the blame for 
over-production, but when considered in proportion to the decrease of the 
international demand for silver, this decrease in production cannot be 
regarded as sufficient or effective. 

In view of the heavy fall in the value of silver, the stabilization of 
the price by means of an international silver conference has been advocated 
earnestly by the Political Committee of the Upper House of the United 
States of America and by the International Chamber of Commerce. How- 
ever, it has been regarded as a difficult problem to reach any definite 
agreement among the three incompatible interests of the Silver Producers, 
Silver Suppliers and Silver Consumers. 

It is difficult to prove the effect of the decline of the silver price on 
our trading, as the decline of the silver price and the raising of tariffs 
are mutually related. However, Japanese goods are manufactured in a 
gold standard country and the consumers in China live in a silver standard 
country, therefore, generally speaking, the lower the silver value becomes 
the more difficult the consumers find it to buy. 

When we consider that the average market price of silver in Pre-War 
times was 24 pence and the present market price 13 pence, we have to 
realize that the present price is 46% lower, i.e., the buying capacity and 
properties in China evaluated in gold have decreased by 46%. On the 
other hand, if the Chinese goods which are valued in silver are exported 
to a gold standard country, other conditions being equal, they would get 
46% extra profit. The reason for the establishment of the Japanese 
Cotton Industry and the Industries for the manufacture of General Com- 
modities in China is no other than to enjoy this advantage of the ex- 
change, and to sell directly to the Chinese consumers, competing with 
the Chinese industries which are indirectly protected by this favourable 
exchange. 

(2) Tariff Reform 

For more than 80 years Tariff Autonomy had been taken away from 
China, but at last in 1928 she was able to recover her national pride. 
Owing to the Opium War a uni formal customs duty of 5% ad valorem 
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was imposed upon all imported and exported goods, and as a result of the 
Taiping rebellion of 1850 China lost the administrative power over tariffs 
altogether. 

70 years later, the Great War offered an excellent opportunity for 
the movement of Racial Self-Determination ; accordingly, China sub- 
mitted a request, in which the recovery of tariff autonomy was an import- 
ant item, to the Allies during the Paris Peace Conference. This was not 
accepted. The following resolutions, however, were made at the Wash- 
ington Conference of Disarmament and Far Eastern Problems in 1921 : — 

(1) The import Tariff which had been in force since August 1st, 
1919, to be revised and fixed at real 5% ad valorem. A conference for 
tariff reform to be held in Shanghai as soon as possible. 

(2) A super-tax of 2.5% ad valorem (7.5% together with normal 
Customs Duty) to be levied upon import customs duty, and 2.5% to 5% 
ad valorem (7.5% to 10% together with normal Customs Duty) to be 
levied upon some luxury goods, so long as it does not interfere with the 
general trading. 

(3) Tariff to be uniformal on all the frontiers both on land and 
sea. 

In October, 1925 a tariff conference was held at Peking, but it was 
suspended owing to a change of government. 

With the establishment of the National Government the attempt 
for the recovery of Tariff Autonomy succeeded, and in 1928 New Com- 
mercial Treaties, of which Tariff Autonomy was a fundamental condi- 
tion, were signed with the following 12 countries: — 

Great Britain, The United States of America, France, Italy Germany, 

Norway, Sweden, Denmark, Belgium, Portugal, Holland, and Spain. 

At that time Japan was the only country which did not recognize 
China's Tariff Autonomy. But, on February 1st, 1929 The Yata-Soong 
Agreement was signed and 7 classes of Tariff were recognized. More- 
over, on May 6th, 1930, The Shigemitsu-Wang Agreement was signed 
and a Reciprocal Tariff was established to take effect from Jan. 1st, 1931. 

It is difficult to estimate the effect 'of this new tariff on Japanese 
industry as we have no more than 6 months' record, and also because of 
the decline in the value of silver during this period. However, even if it 
were difficult to estimate an exact proportion a considerable effect has 
been noticed in our foreign trade. 
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The following statistical table shows a decrease of 38% in export and 
15% in import, when the total of the trading with China of this period i* 
compared with that of the corresponding period of the preceeding year. 
(Note 2) 



1931 



January 

February 

March 

April , 

May , 

Total 

The corresponding period in 1930 . 



Export 
(Japan to China 



14,998 
12,508 
15,389 
14,930 
15,068 
72,893 
118,551 



Import 
(China to Japan) 



11,916 
11,525 
16,465 
16,745 
16,818 
73,499 
85,922 



(Unit=¥l,000) 

The New Customs Tariff Law consists of 647 items which means 
71 items less than the 718 items of the old law, and now there are 12 
classes of customs duties, i.e., 5%, 7.5%, 10%, 12.5%, 15%, 20%, 
2 5%. 3°%. 35%. 4°%> 45%. and 5°%- (all ad valorem) 

According to the Japanese-Chinese Tariff Agreement, 2.5% ad 
valorem is the maximum duty leviable on the following goods: — 

33 items of cotton goods, 
12 items of sea products, 
17 items of wheat flour and miscellaneous goods. 

62 items in all which constitute 44% of Japanese export to China. 

The remaining 56% comes under the above mentioned tariff of 12 
classes, e.g., 

50% .... Beer and Silk Garments. 

45% Silk and Artificial Silk cloth. 

40% .... Matches and Watches (High grade). 
35% Knitted and Embroidered goods, cotton and silk mix- 
tures. 



(Note 2) Monthjly Report of the Ministry of Finance, Japan. 
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30% Raw silk, Watches (Medium grade), Umbrellas (High 

grade). 

At the moment the cotton industry is not affected by this Tariff 
Reform as it is protected by the Agreement already mentioned. This 
Agreement will have expired in 3 years' time, and it is difficult to hope 
for a postponement of the expiration, therefore, in order to cope with 
the situation capital is being exported to support Japanese enterprise in 
China, which has Shanghai as a centre. This, in short, is a counter-mea- 
sure to the Tariff Reform. 

Industries in general commodities are important in our trade with 
China, but only a small section of these was included in the Tariff Agree- 
ment. It has been said that the majority of them were not included 
because the smaller industrialists were able to excercise but little political 
influence. 

The effect of the new tariff has been considerable. The already 
existing Chinese enterprises were protected indirectly by the decline of 
the silver value, and directly by the new Tariff. Consequently Japanese 
exports decreased and they are even loosing the South Sea Market. The 
manufactures of umbrellas, electric equipment, rubber goods, woollen 
materials, and sea products were most affected by the change, and pro- 
duced numbers of unemployed. 

It should be understood that these are the circumstances under which 
the Japanese industries in general commodities are conducting their enter- 
prises in Shanghai. 

(3) Excess of Exports over Imports 

The above mentioned (1) and (2) are the specific causes of the 
recent export of capital, and now the general cause of the export of capital 
to China, which has a lengthy history, must be discussed. This third and 
general cause is that the volume of the exports from Japan to China has 
always been greater than that of the corresponding imports. 

When the foreign trades of Japan and China are studied through 
merchandise trading, we find that for Japan, China ranks second after 
the United States of America both in exports and imports, and for China, 
Japan ranks first in both. The statistics are as follows: — (Note 3) 

(Note 3) Figures for 1928 and 1929 are taken from "A Statistical Summary of Foreign 
Trade of Principal Countries," Vol. 1, by the Kobe University of Commerce, 1930. 
Figures for 1930 are calculated from "The Foreign Trade Annual," edited by the 
Ministry of Finance*, Ja,pan; "The Maritime Customs Foreign Trade of China, 
1930. Part 1 of the Report and Abstract of Statistics." 
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Exports from Japan 
(in?*) 




Imports to Japan 
(in?*) 


1928 


1929 


1930 




1928 


1929 


1930 


41.9 


42.5 


34.4 


The United States of America 


28.5 29.5 


28.6 


24.5 


21.9 


23.5 


China (including Kwantung) 


17.5 


17.0 


18.3 


7.4 


9.2 


8.1 


India 


13.0 


13.0 


12.0 


2.9 


2.9 


3.8 


Hongkong 


0.1 


— 


— 



(Not including- exports from Korea and Formosa) 



Exports from China 
(in?*) 




Imports to China 
(in?*) 


1928 


1929 


1930 


1928 


1929 


1930 


26.21 


25.25 


29.14 


Japan (including Korea) 


28.64 


25.22 


2463 


25.20 


17. 9 


17.66 


Hongkong 


19.92 


16.74 


16.44 


8.46 


7.32 


7.0 


Great Britain 


16.47 


16.74 


8.15 


12.39 


13.57 


14.74 


The United States of America 


17.90 


18.02 


17.50 



Thus the trade between Japan and China is important and has a 
close mutual relationship. The statistics show that year after year the 
exports from Japan to China exceed the imports. 

The following table shows the exports and imports and the excess of 
exports over imports between Japan and China proper (excluding Hong- 
kong and Kwantung). (Note 4) 



(Note 4) Taken from the "Foreign Trade Annual," edited by the Ministry of Finance, Japan. 



21 



Japanese Trade with China 



Year 



1907. 
*1908. 
•1909. 

1910. 

1911. 

1912. 

1913. 

1914. 
*1915 . 

1916. 

1917. 

1918. 
•1919 . 

1920. 

1921. 

1922 . 
*1923 . 

1924. 

1925. 

1926 ., 
•1927 . 
*1928 .. 

1929.. 

1930.. 



Exports 



85,619 
60,507 
73,088 
90,037 
88,153 
114.824 
154,660 
162,731 
141,126 
192,713 
318,381 
359,151 
447,049 
410,270 
287,227 
333,520 
272,191 
348,398 
468,438 
421,861 
334,184 
373,142 
346.652 
260,826 



Imports 



59J 82 

50,967 

46,887 

68,570 

62,000 

54,807 

61,223 

58,306 

85,848 

108,639 

133,271 

281,707 

322,101 

218,091 

191,678 

186,344 

204,679 

237,543 

214.657 

239,410 

226,034 

234,547 

209,975 

161,667 



Excess of Exports 



26,437 

9,640 

26,201 

21,467 

26,153 

59,917 

93,337 

104,425 

55,278 

84,074 

185,110 

77,444 

124,948 

192,179 

95,549 

147,176 

67,512 

110,855 

253,781 

182,451 

108,150 

138,595 

136,677 

99,159 



(tJnit=H,000) 

(*=<he year disturbed by a boycott against Japanese goods). 
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It should be noticed that an excess of export over import has always 
been in existence, although a decrease of this excess is seen for those 
years which were disturbed either by the decline of silver price or a 
boycott against Japanese goods. 

Now when two nations are in trade relations, and one nation main- 
tains a permanent excess of export over import, the other nation must 
settle the balance by exporting gold or silver, or by labour, or by some 
invisible trades. But as China does not produce either gold or silver, 
she is not able to continue the export of gold and silver over a long period 
of time. Nor can she settle with commodities and labour through a third 
nation as China has so many nations which have trade relations with an 
excess of export over import, making China always in the state of a;i 
adverse balance of foreign trade. 

There is a great number of Chinese merchants and emigrants abroad, 
and it is said that their remittance to the home country is immense, but 
it is hard to believe that the amount is sufficiently large to cover the 
adverse balance of her foreign trade which has existed for long time. 

In case of Japan, the goods exported to Hongkong and Kwantung 
are re-exported into China and thus accentuate the Japanese excess of 
export trade. 

When we accept the above statistical data of the excess of Japanese 
export over import, we are able to understand that the continued excess 
is possible because of the export of Japanese capital to China, and that 
it is the export of Japanese Capital to China which promotes the Japanese 
export industry to China. 

The existence of such mutual relations between the export of capital 
and the excess of export over import have been proved by the economic 
history of the United States of America. (Note 5) 

On this subject I agree with Professor Cassel who says, "It is im- 
possible to export capital without a corresponding net export of goods; 
and it is impossible to have such an excess in the balance of trade without 
covering it by a corresponding export of Capital." (Note 6) 

According to Mr. Odagiri, the grand total of Japanese business in- 



(Note 5) S. Stern, "Forteen Years of European Investments, 1914—1928," New York, 1929. 

Max Winkler, "Investments of United States capital in Latin America," Boston, 

1929. 
(Note 6) G. Cassel, op. cit., »p. 35. 
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vestments in China and Japanese loans to China is ¥2,530,000,000. On 
the other hand the total of excess of export since 1907 as shown in the 
preceeding table becomes ¥2,420,000,000. If we accept both figures the 
coincidence is indeed interesting. 



24 



CHAPTER V 

DISCRIMINATIVE TREATMENT 

With regard to the recent increase in the export of Japanese capital 
to China, the opinions of business men, cotton spinners in particular, of 
the Osaka district incline to be optimistic. Such optimistic views made 
the export of capital to China possible, as has been described in the pro- 
ceeding chapters. (Note i) On the other hand, opposing views are 
maintained by many business men and politicians in Tokyo. 

At the Prefectural Governers' Conference which was held on May 
2nd, 1931, the Governor of Osaka mentioned the recent tendency of small 
factories to move into China, and questioned whether the Government 
would be prepared to investigate and consider a 'counter-measure. To 
this a governmeent representative replied that the importance of the ques- 
tion had been recognized and the Government would send its officials to 
Shanghai this year to investigate actual conditions, and in order to con- 
sider a counter-measure. Even the bureaucracy is beginning to realize 
the importance of the export of capital to China. 

I do not consider an immediate counter-measure is necessary, but th 
total amount of capital is still comparatively small in this country and if 
the export of capital to China continues to grow, it may be advantageous 
to control the export by administrative regulations as was done by Great 
Britain before 1925, and as is being done by the United States of America 
to-day. At any rate the relative merits of such regulations should be 
studied through \he record of senior nations in capital export such as 
Great Britain, France, Germany, the United States of America, etc 

With regard to the pessimistic views on the export of capital to 
China, important reasons are the fear of discriminative treatment and 
anticipation of the discontinuance of cheap labour in China, and I propose 
to discuss the former in this chapter. 

Boycott is perhaps the first example of the discriminative treatment 
against Japan in China. We have suffered seven notable Anti-Japanese 
Campaigns in China since 1908: the Tatsumaru Incident (1908), the 



(Note 1) vide "The Views on China in the Osaka District" by the writer. (Pacific Reflations 
Pamphlet, published, by the Japanese Council of the Jnstitutc\ of Pacific Relations, 
April, 1931). 
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Reconstruction Problem of An-Fang Line (1909), the Question of the 
21 Articles (1915). The Affair of Shantung (1919), The Retrocession 
of Liaotung (1923), The Shantung Expedition (1927), and the Tsinan 
Incident (1928). Again at present (July, 1931), the 8th boycott is about 
to be staged owing to the so called Wanpasshan Incident caused by per- 
secution of Koreans in Manchuria and the Koreans' revenge. 

Boycott, originally, was the means of economic revenge for a political 
failure. As Professor Orchard says, boycott used to be conducted as 
a political weapon by China (Note 2), but now modern industries are 
being developed and home products encouraged, and thus boycott has a 
new significance as there is a commercial interest behind it. In these days 
boycott is not only against Japanese goods but also against the goods 
manufactured by Japanese capital in China. 

Even the railway freight charges are regulated by the same spirit, 
e.g., the Railway Department of the National government published a 
classified freight rate in 1930, and defined Imported Goods and Foreign 
Goods as follows: — 

(A) Goods manufactured abroad and imported into China. 

(B) Goods manufactured in China by: 

1) Joint capital of foreign and Chinese origin, managed by foreign- 

rers, employing Chinese raw material and Chinese labour. 
2) Foreign capital, managed by foreigners, employing Chinese raw 
material and Chinese labour. 
3) Foreign capital, managed by foreigners, employing foreign raw 
material and foreign labour. 
4) Foreign capital, managed by foreigners, employing foreign raw 
material and Chinese labour. 
5) Foreign capital, managed by foreigners, employing Chinese raw 
material and foreign labour. 
The discriminative treatment of railway freight charges has thus 
been recognized by the authority. 

The Shangtung Kiao-Tsi Railway adopted this method of classifica- 
tion, and as a result, a petition was filed on the 15th of December, 1930, 
at the Ministry of Foreign Affairs by the Japanese Federation of Cotton 



(Note 2) D. J. Orchard, "China's Use of Boycott as a Political Weapon," in the Annals 
of the Anwrican Academy of Political and Socia,l Science, Nov. 1930. 
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Spinners represented by Mr. Fusajiro Abe. (Note 3) 

The Chinese National Products Salvation Association and the Shang- 
hai Chinese Factory Owners Association have also passed a resolution 
that the government should strictly enforce the registration of all the 
foreign enterprises in China which are avoiding customs duties and thus 
lowering the cost of production, and a heavy tax should be levied on those 
factories. (Note 4) 

We recognize that foreign enterprises grew up in China under the 
protection of favourable treaties, and now the Chinese are awakening as 
a nation, and beginning to he so eager to recover their lost equality and 
privileges that they are apt to forget that the prevention of the import 
of foreign capital by means of boycott which may be regarded as an 
unofficial customs duty, discriminative treatment, and indirect protective 
policy, is in effect preventing the healthy development of national economy 
which requires the assistance of foreign capital. 



(Note 3) Dear Sirs, 



Kiao-Tsi Railway of Shantung, China have altered their freight charge* recently, 
and since last October 1st an excessive discrimination has been enforced' between 
foreign goods and Chinese goods. 

. As a result the freight charge between Tsingtao and Tsinan is 7.55 Silver 
dollars per Ton for Chinese cotton cloth, and 12.83 Silver dollars per Ton for 
foreign cotton cloth. This means the latter is 70% in excess of the former and 
places our cotton cloth business at a great disadvantage. 

According to the last year's statistics the total amount of cotton cloh imported 
into Tsingtao is §,770,000 Customs Taels (including Japanese cotton goods manu- 
factured in Shanghai), and 7,110,000 Customs Taels of the amount was the export 
of Japan. 

The greater part of the imported cotton cloth is dispatched inland by the 
above mentioned railway and therefore the effcot of such discriminative treatment 
on our cotton industry is indeed considerable. 

As it is known already, apart from customs duties, commodity taxes and super 
taxes are levied on foreign goods and now the conditions are made even more 
unfayourable by the discriminative treatment of Railway Companies. In our 
opinion this is hardly endurable,. 

Moreover, it seems that such discriminative treatment of freight charges comes 
into conflict with Article 5 of the Washington Treaty of Nine Nations. We 
believe the Shanghai-Hanchow Railway and various other railways also give dis- 
criminative treatment to foreign goods. Should this state of affairs be left 
unquestioned^ it is certain that other railways will adapt 'Some similar regulations 
and then the prospect of our trading with China will seriously be affeoted. 

We earnestly desire immediate attention to .this question by our government, 
and we trust that such discriminative treatment will very soon be abandoned by the 
Kiao-Tsi and other Railways. 

Yours etc. 

(Note 4) vide, the "North-China Daily News," April 7th and May 13th, 1931. 
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CHAPTER VI 

CHEAP LABOUR 

Anticipation of the disappearance of cheap labour is one of the rea- 
sons for pessimistic views on the export of capital to China, and it is true 
that the rate of profit of the Japanese enterprises in China depends on 
taking advantage of the cheap labour which is not controlled by any labour 
regulations. 

On the other hand, the Chinese National Government maintains Dr. 
Sun Yat-Sen's "Three-People Principle" which aims at the promotion 
of the welfare of the working class, and therefore the government is far 
from being satisfied with the foreign capitalism which takes advantage of 
the labour of women and boys, long hours and night shifts. Consequently 
the Chinese Factory Act was promulgated on December 30th, 1929, to 
take effect on February 1st, 1931, but the actual enforcement was post- 
poned till August 1st, 1931. 

This Factory Act is a most advanced labour law and compares favour- 
ably with any Factory Acts of the oecidental nations. A brief summary 
of each Chapters of the Factory Act is as follows: — 



Chapter 1 : This Act applies ,to factories which use steam power, 
electric power or hydraulic motors, employing more than 30 facory hands 
normally. 

The enforcement of the Act shall be superintended by the municipal 
government or the prefectural government. 

Chapter 2: As a general rule, boys and girls under 14 years of age 
may not be employed as factory hands. But, during a period of transi- 
tion, those above 12 and under 14 years of age who were employed before 
the promulgation of this Act may obtain permission from the superintend- 
ing office and extend their period of employment. Workers above 14 
and under 16 years of age shall be regarded as juvenile workers and 
shall be treated the same as women workers, and shall not be employed 
in work which is dangerous or injurious to their morals. 

Chapter 3 : 8 hour labour is enforced by this Chapter. (This is a 
great leap for the Chinese workers who have habitually worked long 

— 28 — 



hours.) But this may be extended to 10 houts if local conditions or the 
nature of the work necessitate it. This length may again be extended 
to 12 hours in time of natural calamities or seasonal work, but on no 
account shall the total working hour exceed 12 hours. The total extra 
hours shall not exceed 36 hours in one month. 8 hour labour is enforced 
in the case of juvenile workers and no exceptions shall be allowed. Night 
shifts are prohibited only from 7 p.m. to 6 a.m. for juvenile workers, and 
10 p.m. to 6 a.m. for women workers. 

Chapter 4: (Rest and holidays) Working people shall be given 
half an hour's rest after 5 hours continuous labour, and one holiday in 
each 7 days. Persons in long service shall be given a vacation ; over one 
and under 3 years, 7 days in a year; over 3 years and under 5 years, 10 
days in a year; over 5 years and under 10 years, 14 days; over 10 years 
increase of one day each year up to the maximum of 30 days. Wages 
shall be paid for all the holidays and vacations, and if a worker does not 
request a vacation the corresponding amount of wages shall be added to 
the normal pay. (This, I think, is a very advanced arrangement). 

Chapter 5: (Wages). When men and women are engaged in the 
same work producing the same results, the wages shall be equal also. 
(This is an adaptation of Clause 7, Article 2, of the Labour regulations, 
which form Section 8 of the Peace Treaty of Versailles.) The minimum 
wage shall be decided according to local conditions and the standard of 
living. 

Chapter 6: (Notice of discharge). Workers who served over 3 
months and under one year shall be given 10 days' notice of discharge; 
over one year and under 3 years, 20 days ; over 3 years, 30 days. Those 
who receive notice of discharge shall be allowed to leave the factory 
during the working hourse up to twice a week in order to seek new em- 
ployment. Extra wages of half the normal wages of the period of notice 
shall be paid in addition to the normal wages. 

Chapter 7: (Welfare of Workers). 

(a) Supplementary education shall be given to juvenile workers 
and all expenses shall be paid by the employer. 

(b) 8 weeks shall be allowed for the confinement of women workers 
with full wages paid. 

(c) At the time of settlement of accounts the profit apart from 
dividends on shares and legal reserve shall be divided among 
faithful workers as a bonus. 
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Chapter 8 : This Article deals with safety arrangements and hygiene. 

Chapter 9: (Subsidy and consolation money). 

If workers are injured or killed or have contracted illnesses through 
performing duties befeore the promulgation of the Labour Insurance Act, 
the factory shall pay the subsidy and consolation money according to the 
following standard: — 

(1) Should a worker be temporarily disabled through injuries or 
illness, the factory shall bear medicinal expenses and pay a 
subsidy of two thirds of his average wages. Should the period 
exceed 6 months, the subsidy may be decreased to a half of his 

P average wages, but the subsidy need not be continued for more 

than one year. 
(2) Should a worker be permanently disabled through injuries or 
illness to the extent of losing the ability to work either wholly 
or partially, a subsidy of more than one year's and less than 
three years' wages shall be paid by the employer according to 
the extent of the damage. 
(3) Should a worker die, 50 dollars for funeral expenses, and con- 
solation money of 300 dollars and 2 years' average wages shall 
be paid. Such average shall be calculated from the record 
of the last 3 months at the factory. 
Funeral fees and consolation money shall be paid at once and sub- 
sidies at specified dates. 






Chapter 10: (Factory Courtcil). 

Delegates for the Factory Council shall be elected from workers or 
those who are well acquainted with factory cnoditions. A worker who 
is a Chinese citizen of more than 24 years of age who has served more 
than 6 months is eligible, and workers who are more than 18 years of age 
have the right of election. The number of delegates shall be not less 
than 5 and not more than 9, from each side, the employer's and the 
employed. The chairman shall be elected alternately from each side. 
The Factory Council shall be held once a month, and when it is necessary 
special meetings may be called. 

Duties assigned to the factory Council are as follows: — 
(1) Increase of efficiency. 
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(2) Improvement of relations between the factory and the workers, 
also mediation in case of any trouble. 

(3) Assistance with contracts for work, and enforcement of the 
Factory Act. 

(4) Negotiations on extention of working hours. 

(5) Improvement of safety and hygienic arrangements. 

(6) Discussions on improvement of factory and work-shop. 

(7) Advancement of workers' welfare. 

Chapter 11: (Apprentices). 

Boys and girls under 14 years of age shall not be employed as 
apprentices, and the number of apprentices shall not exceed one third 
of the normal workers. 

Chapter 12: (Punitive rules). 

Infringements of this Act shall be punished with a fine not exceeding 
500 dollars. 

Some economic leaders of China itself have already pointed out 
the gap between the present condition of China and what this Act aims 
at. (Note 1). Miss E. M. Hinder, an authority on Chinese labour pro- 
blems has also expressed her opinion that this Utopian Act will not 
bring about prosperity to Chinese industries, but it probably will endanger 
the employer and consequently will not promote the welfare of workers. 
(Note 2) 

At the Conference on the People's Livelihood which was held in 
Shanghai on February 27th, 1931, majority favoured the postponement 
of the enforcement of the Act. (Note 3) 

Apart from the question whether the Act is suitable to meet economic 
conditions in China, its impractical side may be understood from the fact 
that it is impossible to discover the exact age of a Chinese worker as his 
birth is not officially registered again it will be impossible to enforce the 
Act as Factory Superintendents do not exist in China. 

The Act will have varied effect on Japanese capital if enforced, e.g., 
the Tsintao Cotton Industry will be hit ;by it as the factories are in a 
Chinese Province, yet the centre of Japanese Cotton Industry in China 



(Note 1) vide,, the opposing view of Peking business men and Shanghai industrialists in the 

"North-China Daily News," January 29th and February 8lh, 1931. 
(Note 2) vide, the "North-China Daily News," January ISth— 17th, 1931. 
(Note 3) vide, tha "North-China Daily News," February 28th, 1931. 
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is Shanghai which is under Extraterritorial Jurisdiction. It is expected 
that unless Extraterritoriality is withdrawn, the Act will not take effect 
in Shanghai. Nevertheless, the Chinese Delegates at International Labour 
Conferences insist that Extraterritoriality prevents the development of the 
progressive labour law in China, and strongly maintain that it is wrong 
that the countries which enforce labour laws in their own countries should 
object to this Factory Act in China. (Note 4) 

Therefore it is inevitable that the enforcement of the Factory Act 
in a leased territory before the removal of the Extraterritoriality will be 
insisted on by China. But if China is to insist on this point in order to 
oppress foreign enterprises as another method of discriminative treatment, 
the criticism I have made in Chapter V will be applicable here also. 

Labour conditions in foreign enterprises in China may not be ideal, 
but it is only fair to recognize that their arrangements are a little ahead 
of the labour conditions in Chinese enterprises, and thus provide a work- 
ing model. In my opinion it would be move advisable to follow an 
example of this kind and make more gradual changes to meet general 
requirements, and then foreign enterprises will be more readily controlled 
by the Chinese Government. 



(Note 4) vide, article by M. T. Tchon, in the "North-China Daily NewB," January 27th, 1931. 
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CHAPTER VII 

IMITATION AND THE IMPORT OF UNEMPLOYMENT 

In the preceeding chapters I have criticised various pessimistic views 
on the export of capital to China. But objections may be made to un- 
limited and indiscriminative export of capital. 

To take an example, the future prospect of the export of capital 
for manufacturing general commodities cannot be considered bright. In 
industries in which large capital and extensive organization are impera- 
tive, such as the cotton industry, imitation by the Chinese themselves is 
not very easy. With the manufacture of general commodities the essential 
technique is simple, and any Chinese worker is able to conduct an in- 
dependent establishment and compete with Japanese enterprises as soon 
as he has learnt the technique and obtained a small amount of capital. 
Those who have no capital learn the technique and are employed by the 
Chinese capitalists who compete with us. 

We have experienced many examples of such competition in China 
and in the South Seas. Thus there is a danger of being hoist by one's 
own petard with the export of capital of this kind. 

The second point to consider is the fact that the export of capital 
offers opportunities for the employment of foreign labourers. Dr. Sun 
Yat-Sen contended that foreign capitalism takes profit away from the 
Chinese people (Note i), but this may be refuted by pointing out the 
fact that a greater part of the profit is paid to the Chinese people either 
as wags or through the purchase of Chinese goods. There are Japanese 
cotton spinning mills in China with over 1,600,000 spindles employing 
some 80,000 Chinese people, and the number of their dependants must 
be immense. Again, it is said that 80% of the freight charges of the 
Japanese navigation on the Chinese coast and inland rivers are paid to 
Chinese employees, labourers and merchants. 

Therefore if this amount of capital were spent in Japan, it would 
have saved a great deal of our unemployment. Hence the social economic 
criticism that the change from the export of goods to the export of capital 
results in the import of unemployment, and the people who maintain this 
view contend that the exported capital should have been employed in re- 



(Note 1) Dr. Sun Yat-sen, "Racial Self Determination," Second lecture. 
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: 



organizing the economic system and for the progress of the higher in- 
dustrialization of Japan. This is a problem too intricate to be dealt with 
in this short thesis. 

In my opinion, however, the foregoing view misses the more general 
issue that the prosperity of the people who receive the export of capital 
will ultimately become a cause of prosperity to the people who export 
capital. To quote H. Withers' words, "The more wealthy they grow, 
the more goods they produce and want to sell to us, and they cannot sell 
to us unless likewise buy from us." (Note 2). We must avoid short- 
sighted calculations, and consider the peace of the world at large. 



(Note 2) H. Withers, "International Finance," London, 1918, p. 87. 
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CHAPTER VIII 
CONCLUSION 

In order to cope with the world wide econmic depression, the atten- 
tion of highly capitalized societies is directed towards the exploitation 
of new markets in undeveloped territories. China, of course, is one, 
and the United States of America which possesses the greatest amount 
of capital in the world, and which is most eager to export its capital, is 
earnestly looking to China. Robert Dollar, in explaining the great value 
of China as a market, said, "There are 400 million people in China, and 
if each one bought one Dollar's worth of American goods, 400 million 
Dollars' worth of American goods would be consumed." Economic mis- 
sions from Great Britain and Germany have also made similar remarks. 
The fundamental problem of the economic reconstruction of China is how 
to create buying power among the Chinese people who are poor. As 
already stated, I believe that it is most desirable that the League of Na- 
tions should collect the surplus capital of the world and invest it in China. 

The problems concerning the export of capital are different according 
to whether the importing country is a capitalistic one or not. In a coun- 
try where capitalism is developed the exported capital becomes a means 
of financial facilities, and already existing industries come under the new 
management of the imported capital; this may be noticed in German 
industries since the stabilization of the Reichsmark. There are instances 
of plural vote share being issued, but whether it is possible to attain the 
object desired, i.e., maintaining German management without retarding 
foreign capital, is a problem which demands careful study. 

In a country where capitalism is not yet developed, the exported 
capital becomes industrial capital and establishes and enlarges factories 
as has been the case with China. In such a case the capital, yields not only 
interest on the loans advanced but also surplus profits by exploiting the 
labour. The cheaper the cost of the labour the greater the surplus profit 
becomes. And thus the unhealthy characteristics of the export Japanese 
capital resemble closely those of western Imperialism and the accompany- 
ing investments in other colonies. At the same time, however, the fact 
that this export pi capital has taught a lesson in industrial organization 
and modernization should be recognized. 
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We desire a free movement of capital and labour as well as of com- 
modties in world economy, and we contend that the equal treatment of 
enterprise and labour should be established by the League of Nations, but 
such equal treatment should not be arranged so as to enable the continu- 
ance of the exploitation of labour by capital. 

The export of capital should ensure a reasonable rate of profit for 
the exporting country, but on no account should it interfere with 
the welfare of the importing country. And when this process 
is considered from the point of view of world economy as a whole, the 
promotion of the welfare of a particular nation should always correspond 
to the promotion of the welfare of the world. 

In a country where capital is imported, that capital is united with 
labour in the form of an enterprise at a certain place, but this union 
should not be coercive, nor should the enterprise be conducted under 
unfair terms. If the export of capital to China means a compulsory 
opening of the door, and if enterprises are conducted in leased territories 
under unfair protection, a free develpoment of enterprises in China can- 
not ultimately be expected. 
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